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In the upcoming election on November 
7, Connecticut voters will be choos-
ing  a  Governor,  a  U.S.  Senator,  five 
U.S. Representatives, and the entire 
General Assembly.  While the contest 
for  the  Democratic  nomination  for 
the  Senate  seat  received  national 
attention,  other  races  matter  more 
to  both  the  state  and  the  country.   
All three Republican Representatives 
face stiff challenges, so this election 
could  make  a  difference  in  which 
party controls the U.S. House in the 
biennium  leading  up  to  the  2008 
Presidential election.  And our choice 
of  a  Governor  will  affect  the  bal-
ance  of  party  power  among  state 
governors—of  late  the  prime  source 
of Presidents (think Carter, Reagan, 
Clinton, and Bush II). The last sitting 
U.S. Senator to win the highest office 




sewer	 projects.	 	 Comparative	 advan-
tage,	 though,	 dictates	 focusing	 more	
narrowly	 (first)	 on	 economic	 issues,	
and	(second)	on	those	economic	issues	
where	 state,	 executive	 or	 legislative	
officials	can	make	a	difference.




I	 tackle	 four	 other	 important	 issues:	 	
education (K-12),	energy,	health insur-
ance,	and	taxes.		I	focus	on	questions	
the	 candidates	 should	 be	 addressing	
and	offer	some	suggestions	for	sensible	
positions	on	certain	of	the	issues.
K-12 EDUCATION: PUTTING 
RESOURCES WHERE THEy’LL DO 
THE MOST GOOD




cial	 importance	 of	 elementary	 and	
secondary	education,	if	Americans	are	
to	enjoy	the	economic	benefits	of	the	
global	 economy	 without	 feeling	 its	
sting.		(Also	see	Steven	Lanza’s	article	
on	page	4.)
	 Too	 bad	 neither	 NCLB	 nor	 the	
State’s	lawsuit	will	serve	well	the	very	
kids	most	in	need	of	good	educations:	
those	 from	 poorer	 families,	 heavily	
concentrated	in	failed	urban	schools.	 	
Meanwhile,	 the	 nation	 is	 throwing	









tests	 and	 the	 inevitable,	 inexorable	
“teaching	to	the	test”	will	not	reliably	
yield	 high-school	 graduates	 able	 to	
adapt	 nimbly	 to	 changing	 circum-
stances—the	very	sort	of	workers	the	
U.S.	must	produce.
	 Then	 there	 are	 the	 significant	
compliance	 costs	 of	 NCLB:	 vetting	
the	 tests,	 administering	 and	 scoring	
them,	 and	 disputing	 the	 meaning	 of	
the	 results	 (vide,	 Connecticut’s	 suit	
against	the	U.S.).		Such	costs	add	little	
to	total	real	output.
	 Finally,	 and	 perhaps	 worst	 is	
NCLB’s	 “one	 size	 fits	 all”	 approach.	 	
Problem	 is,	 in	 American	 education	
today	one	size	does	NOT	fit	all	kids.	 	
Study	 after	 study	 has	 shown	 that	
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personal	 and	 social	 circumstances—	
household	structure,	income,	parents’	
education,	 etc.—significantly	 affect	 a	
student’s	academic	achievement.		





quickly	 after	 kids	 start	 school,	 when	




	 Second,	 economic	 theory	 and	
common	sense	suggest	focusing	most	
of	 the	 resources—national,	 state	 and	
local—on	 educating	 poorer	 children,	
especially	those	relegated	to	sub-stan-
dard	 city	 schools.	 	 But	 rather	 than	
simply	throwing	more	money	at	failed	







in	 my	 admittedly	 limited	 experience	






	 An	 added	 benefit	 of	 both	 the	
supplemental	 programs	 and	 directed	
vouchers	 might	 be	 to	 increase	 the	
incentives	of	parents	and	guardians	to	
participate	 in	 their	 kids’	 educations.	 	
At	 present,	 they	 have	 little	 hope	 of	
making	 a	 difference	 in	 the	 environ-
ment	of	failed	urban	schools.
ENERGy: RELIABILITy OF 
ELECTRICITy SUPPLy
	 Little	can	be	done	at	the	state	level	
about	 the	 rising	 energy	 prices	 that	
have	so	exercised	voters	of	late.			Most	
energy	prices	are	set	in	international	
markets,	 well	 beyond	 earshot	 of	 the	
howls	of	protest	echoing	in	the	halls	of	
the	Capitol	in	Hartford.
	 State	 officials	 can,	 however,	 do	
something	about	electric	power.		But	
the	key	problem	is	not	price	but	rather	
reliability  of  power  supply.	 	 Connec-
ticut’s	 long-term	 economic	 health	




	 For	 that	 to	 happen,	 our	 elected	
leaders	have	to	provide	…	well,	lead-
ership.	 They	 need	 to	 make	 clear	 to	
their	constituents	that	higher	rates	are	
probably	part	of	the	solution,	not	the	
problem.	 	They	 also	 must	 overcome	
the	natural	political	urge	to	pander	to	






	 The	 roots	 of	 the	 region’s	 brittle	
electricity	reliability	lie	in	the	explo-
sion	of	power-hungry	products	since	








dog,	 the	 Federal	 Energy	 Regulatory	
Commission	 (FERC),	 has	 for	 years	
been	 pressuring	 ISO-New	 England	
(our	 region’s	 “Independent	 System	
Elected leaders need 
to tell constituents 
that higher electric rates 
are part of the solution, 
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Operator”)	to	find	ways	to	strengthen	
generation	 and	 transmission	 capacity	
on	 its	 turf.	 	 In	 2003,	 the	 ISO	 pro-
posed	 an	 obvious	 solution—levying	
fines	on	utilities	for	not	building	vital	









(For	 details,	 see	 Carrie	 Conaway	 of	
the	 Boston	 Fed,	 at	 http://www.bos.
frb.org/	 economic/neppc/briefs/2006/
briefs062.pdf	.)














come	 under	 court	 challenge.	 	 Like	
clockwork,	 the	 Attorneys	 General	 of	
Connecticut	 and	 Massachusetts—the	
New	England	states	with	the	two	least	
reliable	 service	 areas	 (southwestern	
Connecticut	 and	 eastern	 Massach-
usetts)—have	come	out	in	opposition	




higher.	 	 Far	 better	 to	 take	 the	 high	








to	 all	 of	 our	 health	 care	 problems.	 	
If	 Massachusetts	 can	 do	 it,	 why	 not	
Connecticut?
	 The	answer	is	that	Massachusetts	
has	 not	 yet	 proved	 they	 can	 do	 it.	 	
More	likely,	nobody	can	really	afford	
true	 UHIC	 without	 making	 funda-
mental	changes.
	 One	argument	for	UHIC	is	that	
it	 would	 reduce	 administrative	 costs,	
compared	with	the	current	patchwork	
arrangements.	 	 But	 while	 single-pro-
vider	coverage	might	reduce	such	costs	
per  individual  covered,	 it	 would	 raise	
total	administrative	costs.
	 Why?		As	Bill	Clinton	(who	once	
tried	 but	 failed	 to	 fashion	 a	 federal	
solution	 to	 all	 our	 health	 care	 prob-
lems)	 might	 say:	 “It’s	 the	 incentives,	
dummy!”




rely	 on	 tax-subsidized,	 employment-
based	coverage	that	goes	back	65	years	
to	World	War	II	price	controls!
	 It’s	 elementary,	 my	 dear	Watson:	 	
We	ought	not	simply	scale	up	the	cur-
rent	 mess.	 	That	 way	 lie	 even	 larger	
budget	deficits,	along	with	the	inevi-




there	 ain’t	 no	 such	 thing	 as	 a	 free	
lunch.	




“insurance”	 on	 insurable	 events—	









	 Thus,	 affordable	 universal	 health	
insurance,	 be	 it	 provided	 publicly	 or	
privately,	might	consist	of	(a)	“catastro-
phy”	insurance	against	ruinous	injuries	
Bill Clinton might say, 
“It’s the incentives, 
dummy!”   
We overinsure 
too many people 
who don’t bother to 
stay healthy, 
and underinsure 










	 Critics	 of	 incentive-based	 health	
insurance	plans	argue	that	some	people	
may	forego	needed	treatments	to	save	








getting	 them	 mandatory	 to	 remain	
eligible	for	coverage.		Second,	even	a	
plan	that	discouraged	some	treatments	
could	 encourage	 more	 healthful	 life-
styles—and	reduce	the	need	for	treat-
ment	in	the	first	place.
TAxES: TAKE AIM BEFORE  
yOU SHOOT
	 A	 wag	 from	 California	 once	
groused,	 “New	 England	 doesn’t	 have	
a	climate.		All	it	has	is	a	lot	of	bad	
weather.”
	 Connecticut	 is	 doubly	 blessed—	
we	 can	 also	 grouse	 about	 something	
else:	 taxes,	 especially	 property	 taxes.	 	









“spending”.	 	 Any	 reduction	 in	 taxes	
would	affect	not	only	those	currently	
paying	the	tax,	but	also	others	paying	
different	 taxes,	 along	 with	 the	 ben-
eficiaries	of	tax-supported	public	pro-
grams	that	could	be	cut.		Then	there’s	
the	 economist’s	 favorite	 question	 of	
“incidence”:	 who	 really	 pays	 a	 tax,	
or	 suffers	 from	 a	 program	 cut,	 once	
people’s	responses	in	the	marketplace	
come	into	play?
	 Here	 are	 a	 few	 points	 about	
Connecticut’s	 taxes	 to	 keep	 in	 mind	



















our	 state-and-local	 tax	 burden	 (total	
taxes	paid	divided	by	total	income)	to	
leap	from	32nd	highest	in	fiscal	1990,	
to	 9th	 place	 in	 2006	 (e.g.,	 see	 data	
at	 www.taxfoundation.org).	 	 But	 the	
absolute	increase	over	those	16	years	
was	from	9.7%	to	11.3%	of	income;	
the	 national	 average	 state-and-local	
burden	only	edged	up	from	10.3%	to	
10.6%.		Of	course,	from	fiscal	1990	





least	 many	 Connecticut	 filers	 got	 to	
deduct	 their	 State	 income	 taxes	 on	
federal	Schedule	A.	












despite	 the	 stop-gap	 increases	 in	 the	
early	 2000s,	 Connecticut’s	 corporate	
income	tax	is	relatively	modest,	com-
pared	with	other	states’	(see	my	piece	



















to	 property	 taxes,	 every	 candidate’s	
favorite	 target.	 As	 Tip	 O-Neill	 said:	
“All	politics	is	local.”		The	main	deter-
minant	of	local	property	taxes	is	local	
public	 spending,	 shaped	 by	 locally-
elected	 politicians;	 and	 the	 biggest	
chunk	of	that	spending	goes	for	public	





	 A	 word	 to	 the	 wise?:	 It	 was	 a	
well-meaning	 reduction	 in	 property	
taxes	 for	 older	 citizens	 of	 California	
that,	arguably,	paved	the	way	for	the	
infamous	Proposition	13,	capping	all	
property	taxes—a	measure	from	which	
California’s	public	schools	have	yet	to	
recover.